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KEY ECONOMIC INDICATORS 


All values in million U.S.$ 


2 
1970 1971 1972 1973 1974 1973 to 1974 
INCOME AND PRODUCTION 


GNP at Current Prices 588 625 672 871 
Per Capita GNP, Current Prices ($ units) 245 260 279 338 
Agricultural Production (MT 1000): 
Wheat (Forecast for 1974) 56 168 211 50 
Barley and Other Field Crops 
(Forecast for 1974) 17 62 70 19 
Vegetables 208 227 246 146 
Fruits (Olives, grapes, citrus) 58 78 74 39 
Industrial Production (MT 1000): 
Phosphates 939 640 709 1,081 
Cement 378 419 661 617 
Petroleum Products 446 557 605 675 
Electric Power Production, Amman (Mil KWH) 120 134 158 181 
Building Permits Issued, Amman (units) 851 559 1,038 1,317 


MONEY AND PRICES 
Money Supply 295 302 322 438 
External Public Debt 117 143 170 217 
Commercial Bank Credit Outstanding 127 131 142 194 
Commercial Bank Deposits 162 167 204 270 
Interest Rate, Commercial Banks Prime 7.0 7.0 7.0 7.0 
Amman Cost of Living Index, Average, 

All items, 1967 = 100 115 120 129 143 


BALANCE OF PAYMENTS AND TRADE 

Gold and Foreign Exchange Reserves = Total 275 260 282 338 
Balance of Payments -4 -33 +19 +39 
Balance of Trade -158 -190 -232 -296 
Domestic Exports, FOB 26 25 35 44 
U.S. Share Nil Nil Nil Nil 
Imports, CIF 183 214 266 340 
U.S. Share 9%  23%* 18%4 10% 


NOTE: This table was prepared with data from the Jordan Government's Department of 
Statistics. Agricultural and industrial production figures are for East Jordan 
only. For other statistics, notably the GNP, the West Bank share is estimated 
and included with the total figure. 


SOURCES: Department of Statistics; Central Bank of Jordan 


1. Exchange rate until 2/15/73 was U.S.$1.00 = Jordan Dinar .357. This rate was used 
for data prior to 1973. Since then, rate has fluctuated and current rate of 
$1.00 = JD 0.318 used to convert 1973 and 1974 data. 
- 1974 data is for lst Quarter unless otherwise specified. 
- Change from First Quarter 1973 to First Quarter 1974. 


. If imports of U.S. commercial jet aircraft are excluded, U.S. share of imports 
would have been 16% in 1971 and 1972. 





BACKGROUND AND SUMMARY 


After the 1948 Middle East War, Jordan became the home of 
thousands of Palestinian refugees. The economy showed 
considerable resiliency, however, and by the early 1960's 
the gross domestic product was growing at a real rate of 

10% annually. With the war in June, 1967, came a second 
wave of refugees and the Israeli occupation of the West Bank. 
The West Bank was important as a center of agriculture, a 
market for East Bank products and the source of large earnings 
from tourism. The years 1969 and 1970 were marked by 
increasing conflict between Palestinian para-military organi- 
zations and the government, which culminated with the civil 
war that effectively ended the power of these groups in East 
Jordan. 


The economic situation improved somewhat by 1972 while in 
1973 progress was mixed. Agriculture, which employs about 
one-third of the population, was off last year because of 
unfavorable weather. The 1973 wheat crop was 25% of the 
1972 harvest and other major crops, barley, vegetables and 
fruit, were below normal. 


The small internal market and limited natural resources have 
restricted the growth of local manufacturing, although the out- 
put of most industries increased last year. Phosphate pro- 
duction, thus far the only important mining activity in Jordan 
and its largest single export, increased 52% in 1973. Con- 
struction activity reached a record high. 


Imports were a record $340 million in 1973 and although exports 
increased 11%, the trade gap widened to $296 million. Because 
of foreign grants and loans and remittances from Jordanians 
working abroad, there was a balance of payments surplus and 
reserves of gold and foreign exchange have remained high. 
Reserves at the end of 1973 were $338 million or the equivalent 
of 12 months imports. 


Grants from the U.S. and Arab countries have enabled Jordan 
to cover the increased cost of the public sector. Budget 
expenditures for 1973, on a cash flow basis, were $315 million, 





+ 


Budget support grants, on a cash flow basis, were $121 million, 
or 38 percent of expenditures. Nevertheless, there was a deficit 
which was financed by domestic borrowing and advances from 
the Central Bank. 


Commercial bank credit expanded at a brisk pace during 1973, 
and was up 22 percent for the calendar year. This coupled with 
the growth in government spending and high import prices 
resulted in an unprecedented increase in prices. The overall 
consumer price index for Amman was up over 18 percent in 1973, 


The economy promises to show some improvements this year, 
notably in the agricultural sector. Growing conditions have been 
ideal and harvests of all crops are expected to be near record 
levels. Building activity will likely be off from the high levels 
achieved last year, however. Output in some industries is up 
over last year and phosphate production will probably total two 
million tons, With the increase in prices, phosphate exports 
should be over $60 million, or five times the 1973 level. 


Imports will likely increase, at least in money terms, but the 
improved farm production and larger phosphate exports may cut 
the trade gap somewhat. Cement exports are also expected to 


increase, 


Planned budget expenditures for 1974 are up 25 percent over the 
comparable figures for last year. This increase is due in part to 
an increase in government salaries, the first since 1970. Data 
for the first quarter of 1974 reveal continuing increases in the 
money supply and commercial bank credit. In addition, the over- 
all consumer price index for Amman was up nearly 15 percent in 
the first four months of this year. 


Public development plan spending in 1973 was $66 million, or 

62 percent of the target. This year the plan calls for $181 million 
in public investment, primarily in infrastructure projects. This 
ambitious target may not be achieved, but many large public and 
private projects are underway or will be started this year. 
Public sector investments should create opportunities for U.S. 
suppliers of agricultural equipment and supplies and heavy con- 
struction machinery. Possible investments in the transport 
sector may also create sales opportunities for airport and rail- 
road equipment as well as buses. Mineral and tourist potential 
should also create sales and investment opportunities for 
American firms. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Agriculture 


Agriculture plays a key role inthe Jordanian economy. About 
one-third of the East Bank population is engaged in farming 
and livestock production while in 1972 agriculture and livestock 
accounted for 15.4 percent of the total GNP. Major crops are 
wheat, barley, vegetables and fruits. Jordan usually has a 
surplus of fruits and vegetables which are exported primarily 
to neighboring countries, while live animals and animal products 
and staples, such as rice and sugar, are imported. Wheat and 
flour have also been imported, as even in good years domestic 
production has been less than consumption. Food and live 
animals accounted for 28 percent of total imports in 1973. 


Below average rainfall and frost made last year a poor one for 
agriculture. The 1973 wheat crop was only one-fourth of the 

1972 harvest, and the barley harvest was only one-sixth of that 
of 1972, East Bank vegetables and fruit output was off 65 percent 
and 50 percent, respectively, from 1972 and poor grazing condi- 


tions forced herders to sell their livestock, causing a sharp dip 
in prices followed by a steep increase. 


In contrast, 1974 promises to be an excellent year for agriculture. 
Growing conditions have been optimal and the prospect for all 
crops is for record or near record harvests. A wheat crop of 
225,000 tons is predicted, which will cover around 75 percent 

of domestic consumption. Herders are expected to withhold 

their livestock from the market because of good grazing condi- 
tions, increasing the necessity to import meat. 


As a response to rapidly rising food prices, the government 
recently set up the Ministry of Supply. The new Ministry is 
responsible for regulating the import and distribution of basic 
items, notably wheat, flour, rice, sugar and meat. The govern- 
ment already subsidizes the prices of flour and sugar to local 
consumers. 





Manufacturing, Mining and Construction 


Because of the small internal market and limited natural 
resources, manufacturing is characterized by small scale 
operations producing chiefly for the local market. The most 
recent data available (1972) indicate that manufacturing and 
mining account for only 9.5 percent of total GNP. Phosphate 
mining has been the largest single enterprise in this category, 
and has been the largest single export product. 


Output in some industries declined during 1970-71, but production 
began to pick up in 1972. This trend continued last year, with 

the output of phosphates, cigarettes, and upper leather showing 
the largest gains. Production data for the first quarter of 1974, 
compared with the same period last year, reveal both advances 
and declines. Certain key industries, notably electricity and 
petroleum refining, show increases over last year, and phosphate 
output in the first quarter of 1974 was 304,000 metric tons, 20 per- 
cent over last year. Planned output is two million tons this year, 
increasing to three million tons in 1975 and five million tons in 
1977. 


Building construction slowed considerably during 1970 and 1971, 
but began to recover in 1972. The data on building permits and 
area covered in Amman and Zarqa show that construction 
reached a high last year. Most of the activity has been resi- 
dential building in Amman, much of which is financed by 
Jordanians working abroad. The October 1973 war and a new 
capital gains tax caused a sharp decline in building during the 
last quarter of the year. Statistics for the first quarter of 1974 
indicate that building starts continued below last year's level, 
although local observers believe that construction activity 
picked up in April and May. The capital gains tax was recently 
withdrawn, although land registration fees have been raised 
somewhat. 


Fiscal and Monetary Policy 


Jordanian government receipts in 1974, not including borrowing 
for development and grants, are estimated at a record JD 108 
million, up 28 percent from 1973. Of this total, 52 percent is 





to come from domestic sources, including borrowing, while 
budget support grants are expected to make up the balance. 
Expenditures for 1974, not including certain development 

plans projects which are financed outside the budget by con- 
tributions from foreign donors, are estimated at JD 120. 65 
million, 25 percent over the comparable 1973 figure. Recurring 
expenditures for the civil service, the military and public 
security account for 77 percent of these planned expenditures. 
All these expenditure categories show increases this year, 
primarily because of the raise in civil servants' salaries 

which was effective in February. Debt service, primarily 
foreign, is estimated at JD 11.2 million or 9.3 percent of 
expenditures, compared with 10.3 percent in 1973. Capital 
spending, included in the budget, is estimated at JD 18.7 million. 


The planned deficit for 1974 is estimated at JD 12.6 million, 
two-thirds of which is to be covered by the sale of development 
bonds later this year. The 1973 deficit, computed on a cash 
flow basis, was JD 9.2 million. The continuing deficits have 
been financed primarily by advances from the Central Bank, 

As a result, the money supply (currency held by the public and 
demand deposits) rose 21 percent during 1973. This trend has 
continued in 1974, with the money supply increasing 5.7 percent 
in the first quarter. 


Commercial bank credit has continued to increase, rising 22.2 
percent in 1973 and another 13.7 percent in the first quarter of 
this year. Commercial bank credit goes primarily to general 
commerce and trade. At the end of last year this category 
accounted for 40.6 percent of total commercial bank credit 
outstanding, while industry and agriculture accounted for only 
9.5 percent and 3.3 percent, respectively. Two institutions, 
the Industrial Development Bank and the Agricultural Credit 
Corporation, specialize in making loans for industry and 
tourism and agriculture, respectively. Both institutions 
expanded their lending activities last year, but the total volume 
of credit available for industry and agriculture remains rela- 
tively small. 





The increase in the money supply and the expansion of credit, 
coupled with higher import prices, have resulted in an un- 
precedented rise in prices. Last year the consumer price 

index for Amman (1967 = 100) increased 18.6 percent, and 

during the first four months of 1974 the index climbed 14. 9 per- 
cent to 184.4. To ease the burden of higher prices, govern- 
ment salaries were increased and the Supply Ministry established 
(see Agriculture). So far, however, there has been no move to 
raise taxes, cut spending or reduce imports. 


Investment - Public and Private 


Last year was the first of the government's current three year 
plan. Over the 1973-75 period public investment, primarily in 
transportation, irrigation and agriculture, is planned at the 
level of JD 99.6 million, Private investment, largely in housing 
and industry and mining, is targetted at JD 79.4 million. 


Actual public development plan spending in 1973 was around 

62 percent of the planned figure of JD 34 million. The financing 
of public development projects has come primarily from the 
United States, the U.K., West Germany, the Kuwait Fund and 

the World Bank. On the other hand, private investment reportedly 
exceeded the target of JD 22.9 million last year. 


Public development plan spending for this year is projected to 
reach JD 57.7 million, but given the record of previous years, 
it seems unlikely that this ambitious target will be achieved. 
Among the more important of these projects are the completion 
of the Aqaba Railway and the renovation of the existing Hedjaz 
Railroad. This project, when completed in mid-1975, will 
allow the shipment of phosphates by rail from the El Hasa mines 
to the port of Aqaba. Agriculture and irrigation works include 
an AID-financed extension of the main irrigation canal in the 
Jordan River Valley and the associated King Talal Dam on the 
Zarqa River, financed by the Kuwait Fund. New highways are 
now under construction or planned in various parts of the country 
and a $25 million thermal power station is now being built near 
Amman. Plans have been completed for a new international 
airport for Amman and construction will likely begin late this 
year. 





The largest manufacturing project now planned is a $100 million 
fertilizer complex, to be built in or near the port of Aqaba. 

The project, a joint venture between the Jordanian govern- 
ment, U.S. and French firms, will use local phosphate to 
produce fertilizers. 


American firms, together with local investors, also plan to 
build two hotels in Amman and two in Aqaba. New private 
investments, planned or underway, include installations for 
the manufacture of ceramics, glass, iron pipes and reinforcing 
rods and a modern egg producing facility. An expansion of 
Jordan's only petroleum refinery is already underway, and the 
cement company is to add at least one additional kiln. 


Foreign Trade and the Balance of Payments 


Jordan's merchandise imports last year were a record JD 108.2 
million, up 13.5 percent from the previous year. Foodstuffs 
accounted for 28.5 percent of imports by value, while capital 
goods and durable and non-durable consumer goods represented 
18. 7 percent and 18.3 percent, respectively, of the total. Exports 
in 1973 totaled JD 14.01 million, up ll percent from the previous 
year. Foodstuffs accounted for 33.6 percent of exports by 

value, while phosphates represented 28.7 percent. 


Jordan's principal suppliers are the industrialized nations, 
while exports go mainly to neighboring Arab countries. The 
United States has been Jordan's major supplier since 1971, 
and last year accounted for 10.4 percent of total imports by 
value; West Germany, the U.K., Japan and Lebanon are also 
important suppliers. 


In spite of the 1973 trade gap of JD 94.2 million, there was a 
balance of payments surplus of JD 12.5 million. This surplus, 
almost double the 1972 figure, was due to a sharp rise in 
remittances from Jordanians working abroad, JD 14.7 million, 
and the high level of official transfers to the government. These 
transfers, primarily budget support payments from the United 
States, Saudi Arabia and Kuwait, were JD 61 million last year. 
Gold and foreign exchange reserves have remained high and by 
the end of the first quarter of 1974 stood at JD 105.6 million, 
8.5 percent over the same period last year and equal to 12 
months imports. 





Sharply rising prices make predicting this year's trade and 
balance of payments figures hazardous. The trade gap may be 
reduced, however, as wheat and flour imports, 6.5 percent 

of the 1973 total by value, should decline. Phosphate exports 
could well exceed $60 million this year, about five times the 
1973 value, and cement exports are expected to increase, On 
the other hand, prices of imported goods continue to go up. 
Budget support grants should be up slightly from last year's 
level, but remittances from Jordanians abroad will probably 
be below the 1973 high. 


Implications for the United States 


A look at public and private projects underway or scheduled to 
start in the coming months reveals opportunities for American 
exporters and investors. The construction of at least two new 
highways and the maintenance of the country's growing road 
network may require new road building machinery. Plans 

are also underway to modernize passenger service on the rail- 
road between Amman and Zarqa and to improve the Amman 
city bus system. 


Agriculture and irrigation projects, in the Jordan River Valley 
and elsewhere, will create a demand for irrigation equipment. 
The expansion and modernization of agriculture should also 
create a demand for farm equipment and implements. Con- 
struction of the new Amman International Airport will require 
a wide range of airport equipment and navigational devices. 


Mining and manufacturing have considerable potential for 
expansion. Plans call for phosphate output, now handled by a 
government controlled firm, to be expanded, reaching 10 million 
tons annually by the early 1980's. This expansion will require 
additional mining as well as transportation and handling equip- 
ment. American firms may also wish to explore the possibility 
of direct investment in the minerals sector, An earlier feasibility 
study on the development of Jordan's Dead Sea potash deposits 
is now being brought up to date by a U.S. company. American 
and other foreign firms are also looking into the possibility of 
petroleum exploration and copper mining in Jordan. 





Prior to the war in 1967, tourism was a major source of foreign 
exchange earnings, but with the Israeli occupation of the West 
Bank, tourist earnings were sharply reduced. There is con- 
siderable potential for the expansion of tourism in East Jordan, 
however. Alia, the national airline, is adding routes to the 
Far East and expanding charter operations; the airline will 
take delivery on two new Boeing 727 aircraft later this year. 
American investors, together with the government and local 
interests, are planning to build hotels in Amman and Aqaba. 
U.S. firms may wish to explore the possibility of supplying 
equipment and furnishings for these projects and of investing 
directly in the tourist industry. 


International firms have become increasingly aware of business 
opportunities in the Middle East. A large New York bank 
recently opened an office in Amman and three other inter- 
national banks are considering operations here. The first 

U.S. Trade Mission came to Amman this spring and large 
commercial groups from Taiwan and Austria have recently 
visited Jordan. Competition will likely intensify, but there 

are opportunities for aggressive firms. Personal relationships 
are particularly important to successful business operations in 
the Middle East. American firms wishing to do business in 
Jordan should seriously consider appointing a qualified local 
representative. Companies should see that their agents are in 
compliance with the recent law on Commercial Agents and 
Intermediaries. 
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